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MOVEMENT OF WHOLESALE PRICES IN NEW YORK 
CITY, 1825-1863. 

By Carl H. Jtjergens.* 



The price quotations upon which this study is based were 
secured from the Report of the Secretary of the Treasury on 
the state of the finances for the year ending June 30, 1863 f 
This report furnishes maximum and minimum prices at the 
beginning of each month for about eighty-seven articles. A 
few of these articles, like clover and timothy seed, were 
omitted because they did not seem suitable for inclusion in 
a consumer's index number, and a few others could not be 
used because the same quality or grade was not quoted 
throughout the entire period. Yearly quotations for seventy- 
four articles, however, were found to be serviceable and the 
following statistics are based upon these articles. The maxi- 
mum and minimum monthly prices of each article were aver- 
aged in the first place, and from these monthly averages an 
average yearly price was computed. The results of this 
computation appear in Table I. Then, in the second place, 
using the average prices of 1860 as a base or datum line, 
relative prices or index numbers were computed for each year 
covered in the investigation. The average of these seventy- 
four relative prices furnishes in each year the simple index 
number. The relative prices and index numbers appear in 
Table II, and a curve of the index numbers is found in Graph I. 

Table III and Graph II represent an attempt to produce 
a weighted index number. The weights employed and other 
details of the computation are shown in the table. The 
writer recognizes that the weights represent little more than 
careful guesses, and on the whole is not inclined to place 
much confidence in this section of the paper. Inasmuch, how- 
ever, as the work of weighting was performed the results 

* In the preparation of the charts and tables, valuable assistance was received from 
Mr. H. H. Siefert. 

t Statement No. 27, p. 283-401. 
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were thought to deserve at least passing discussion. Those 
readers familiar with the subject of weighting will understand 
that errors in weights are usually of comparatively little 
importance, and that it is helpful to subject ordinary arith- 
metical averages to weighting, even though one is forced to 
depend largely upon inference and upon his imagination for 
the actual weights that are used.* 

It should be noted, moreover, in this connection that the 
simple index number itself contains a natural system of 
weighting, due to the inclusion of a larger number of varieties 
or grades in the case of the important articles than in the case 
of the unimportant articles. Thus, the food group contains 
36 out of the 74 commodities, or 48.6 per cent. This natural 
system of weighting in the simple index number, combined 
with the uncertainty of the weights employed in the weighted 
index number, make it probable that the simple index number 
represents the price movement between 1825 and 1863 just as 
correctly, if not more correctly, than the weighted index 
number. 

The period here under discussion was marked by rapid 
economic changes — perhaps the most rapid that the United 
States has ever seen — and all of these exercised an influence, 
direct or indirect, on the movement of prices. The simple 
index number as projected in Graph I shows a steady fall in 
the price level terminating in the year 1848, although this fall 
is interrupted by a striking period of inflation lasting from 
1834 to 1836, during which the curve ascends very abruptly 
from an index of 100 to one of 123. 

Then occurs the great fall in prices incident to the panic of 
1837. Over the seven years 1836 to 1843 the drop in the 
price level is 34 per cent. These years of leanness are suc- 
ceeded by gradual recovery until 1847. There within a year 
the index drops 14.5 points, touching 87.7 in 1848, the low- 
est point reached during the entire period. After 1848 a 
steady rise in values is seen, till in 1857 the maximum crest 
of this wave records a level of 120.3. This is, next to the in- 
dex of 1836, the highest point attained in the period, if the 
unnatural upward distortion of the curve after 1860 is dis- 

* See Bowley, Elements of Statistics, p. 205. 



546 American Statistical Association. [28 

regarded. The year 1858 shows a tremendous fall in prices, 
resulting in an index number of only 99.5 in 1858 as con- 
trasted with 120.3 in 1857, and it is not until 1862 that the 
price curve under the influence of war conditions, returns to 
the general level which characterized the years preceding 
1858. The reasons for the sharp and abnormal rise after 
1860 are too well known to call for comment. 

Certain other characteristics of the price movement before 
1860, however, deserve more extended discussion. 

The first gradual sinking of prices from 1825 to 1830 is 
due to several causes. One of these was undoubtedly the 
feeling of insecurity which prevailed in eastern markets, where 
conservative business men were distrustful of the erratic 
administration of Jackson.* But that this was not the sole 
reason is evidenced by the continued fall of the curve. Other 
and deeper forces were at work. The need of currency 
which the West experienced, the Tariff of Abominations, t 
and the better than average crops in the opening years of the 
period t must bear the balance of responsibility for this fall 
in prices. This early tendency for the price curve to fall is 
in 1830-31 arrested by a rise of 4 per cent. But this short 
rise is compensated by an accelerated fall of 13 per cent, from 
1832 to 1834. 

The ascent of 23 per cent, from 1834 to 1836 sets off in 
strong contrast the slow fall just noted. High prices prevailed 
thereafter until well into the year 1840. Among the causes 
for this phenomenon an important place must be given to the 
abolition of the Second National Bank and the substitution 
of "wild cat" for conservative banking. The era of specula- 
tion which followed the apportionment among the several 
states of the proceeds of the land sales was largely, as is well 
known, a consequence of the issuance of paper money by the 
state banks. Prices went soaring until they reached a maxi- 
mum in 1836. In that year the prices in New York of prime 
beef went as high as $8.75 per barrel. Mess pork sold at 
$30.00 per barrel, ham at 17 cents a pound, sugars at 12 to 

* McMaster, History of the United St'ates, Vol. V., pp. 121-123, 227-267; J. L. Bishop, 
American Manufactures, Vol. II., p. 342, ff. 

t Bolles, Financial History of the United States, p. 375 ff. 
t Benton, Thirty Years' View. 



Table M: Simple Index Number °t Yearly average Prices— New York Market —i 




..... ,.. ..._.. ^ _ , 3rgi 

1: =$£j^iEEE3^£ a^TS aatM^ 



siig^SKfeiiS*'*" 



^.< ' uf v ,,' v *_"V M : 



:£T-J6es~/863. (Base -.I860). 



?agg jSfSi sj$e aasz asE mbe as 




29] 



Wholesale Prices in New York. 



547 



18 cents a pound. Other commodities were correspondingly 
high, as may be seen from Table I. Added to this, the crops 
in 1835 were a failure.* Wheat was imported in October, 




T.^iHtsasa: 



1835, and continued to be imported until the following spring. 
Flour was then quoted at from $8.00 to $16.00 per barrel. 
On top of this crop failure came Jackson's specie circular. 

* Benton, Thirty Years' View. 
3 
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Even after that prices bore up for fourteen months longer. 
Then came the crash. In 1837 the imports into the United 
States for consumption fell to $113,250,000, a drop of $76,730,- 
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000 from 1836. The sales of public lands fell to $6,750,000, a 
decrease of $18,000,000. The values of urban real estate were 
in some places cut in half. Before 1837 money had been 
borrowed on the basis of the prevailing inflated values, and 
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with the collapse of credit it became almost impossible for 
debtors to meet their obligations. In Mobile, Alabama, 
about 90 per cent, of the merchants failed, and in New Orleans 
practically every important business house found it impossible 
to pay its debts. Industry was for the time being suppressed. 
There was no manufacturing; the mills were closed. In May, 
1837, the banks suspended specie payment. The government 
expenditures were almost doubled in one year, and as a result 
the treasury experienced a deficit of about $12,000,000. The 
states fared even worse than the national government, and 
twelve of them repudiated their debts during the panic. 

President Van Buren, who succeeded Jackson in 1836, 
reaped the whirlwind which Jackson had sown. With admir- 
able nerve, ignoring thousands of petitions that voiced the 
popular distress and clamored for a change, he hewed to the 
line of policy that had been laid down by his predecessor. He 
did not lay the crisis at the door of Jackson for overturning 
the National Bank, but stated that the country must carry 
out the positive plan of being its own banker; that private and 
public finance must be separated.* He fathered the bub- 
treasury system substantially as it exists today, and it was 
carried into effect in 1840, after Congress had hammered at 
it during all the interim. This left, nevertheless, the old, 
vexing question of the currency. The administration thought 
in line with democratic principles that the banking problem 
should be left for solution with the separate states. In 1837, 
by the president's recommendation, an extra session of Con- 
gress passed a bill authorizing the issue of $50,000,000 in 
treasury f notes; $40,000,000 of these were donated to the 
states in four installments. 

This attempt to revive credit and business shows itself very 
distinctly in the curve of prices for the years 1838-39 (Graph 
I). The president in his message to Congress in the spring 
of 1839 states: 

"By the curtailment of paper issues, by the sanguine and 
adventurous spirit of speculation, confidence has been re- 
stored both at home and abroad." 

* Sargent, Public Men and Events. 
t Finance Reports, 1863, pp. 313-315. 
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But a relapse followed in 1839-40 as appears from the sud- 
den descent of the price curve from an index of 119 in 1839 to 
one of 105 in 1840. In succeeding years, while the fall is not 
so rapid, it still continues, until in 1843 it reaches the lowest 
trough of this wave, 89 per cent. The general suspension of 
specie payments in May, 1837, had been followed by a reduc- 
tion of bank currency in 1838 from $169,000,000 to $116,000,- 
•000. In 1839 it increased again to $135,000,000, the banks 
then preparing for resumption of specie payments.* This had 
been effected in 1838 by the banks of New England and New 
York, but in the South and West resumption was not effected 
until 1842. 

The Independent Treasury Act of 1840 provided that one 
fourth of the public revenues were payable in gold and silver 
after June 30, 1840, another fourth after June 30, 1841, 
another fourth after Junfe 30, 1842, and after June 30, 1843, 
all public revenues, including postage, were made payable in 
specie. The results of this act were almost immediately 
apparent For this and other more significant reasons, the 
fall of the price curve is greatly arrested after 1842 until in 
1844 it again begins to climb. 

But in the year 1843 a remarkable depression in the prices 
of nearly all staple articles in the home market is noticed. 
Prime beef was sold in the New York market at $2.75 per 
barrel; hams at three and four cents per pound; unrefined 
sugar at four and five cents per pound; tobacco at two and 
three cents per pound; nails at four and five cents per pound; 
cotton at five and six cents per pound; and hops at six and 
seven cents per pound. Articles of foreign production were 
also held at prices much lower than in previous years: viz., 
coffee, six to seven cents per pound; port wine, fifty cents per 
gallon; Scotch pig iron, $22.50 per ton.f The influences of 
the tariff of 1842 were felt in the better prices which prevailed 
toward the close of 1843. In 1846 a general reduction of tariff 
duties took place; but trade conditions were steadily improv- 
ing, and prices accordingly rose. The ten years 1846 to 1855 
constituted a period of unusual economic development, and 

* Finance Report, 1863, p. 311. 
t Finance Reports, 1863, p. 321. 
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this is especially true of the years 1846 to 1850. At this time 
railway construction was in full swing; transportation facili- 
ties by land and water were being rapidly improved; and 
many new inventions of great importance, such as the tele- 
graph, were being introduced. 

We see from the graph of the general index number that 
beginning with the year 1848 this price curve takes another 
series of ambitious upward dashes. If the curve were smoothed 
from the beginning to the end of the whole period, it is notable 
that there would be a steady descent to 1848, then a steady 
rise for the rest of the period. Practically the same phenome- 
non occurred in the English price movement of this period, 
and formed the subject matter of Jevons' classical investiga- 
tion of the amount of price inflation ascribable to the influx 
of Californian and Australian gold. In measuring this infla- 
tion Jevons used two methods. First, following a previous 
investigation by Cobden, he ascertained the average ratios 
of ihe prices of fifty chief articles of English commerce during 
the years 1850 to 1869, in relation to their average price in 
the year 1849. Secondly, he compared the two years 1858 
and 1867 in which prices were lowest after the influx of new 
gold, with the prices in 1849, and found by this comparison 
what may be called the elevation of the normal price minimum. 
The two computations led Jevons to conclude that a permanent 
rise in prices of 18 per cent, had been accomplished. This, 
said Jevons, can only be attributed to the gold influx, since 
the other causes that entered to influence prices were at work 
as well before as after 1850; and since, according to Professor 
Cairnes, "the effect of these (the gold) discoveries is probably 
much greater than we can prove, because the course in prices 
was in previous years decidedly downwards, so that the new 
gold has both prevented a further fall and occasioned a rise 
in its stead."* 

The following table supplies a comparison of our index 
numbers with the data from which Jevons computed the 
above result. The American index numbers have been 
recomputed on the basis of prices in 1848. The latter year 
was made the datum line for this comparison, because it 

* Jevons, Investigations in Currency and Finance, pp. 152-159. 



552 



American Statistical Association. 



[34 



marks the lowest point of prices in this period, whereas the 
year 1849 marks the minimum price level in the table of 
Jevons. 



Year. 


Jevons Average Ratio of 
Prices to those of 1849. 


Our Average Ratio of 
Prices to those of 1848. 


1847 


122 

106 

100* 

101 

103 

101 

116 

130 

125 

129 

132 

118* 

120 

124 

123 

124 

123 

122 

121 

128 

118* 

120 

119 


116.5* 


1848 


100.0 


1849 


102.9 


1850 


108.8 


1851 


109.1 


1852 


109.8 


1853 


119.7 


1854 


128.7 


1855 


132.2 


1856 


130.4 


1857 


137.2* 


1858 


113.5 


1859 


115.8 


1860 


114.0 


1861 




1862 




1863 




1864 




1865 




1866 




1867 




1868 




1869 









* Points of lowest price. 

Following Jevons' methods, so far as our more limited data 
permit, it appears from the table that the normal price mini- 
mum was raised from a point represented by 100 in 1848 to a 
point represented by 113.5 in 1858 — an increase of 13.5 per 
cent. The average of these index numbers for the years 1849 
to 1860 inclusive — the war prices have to be ruled out in the 
American comparison — is 118.5 as compared with 100 in 1848. 

Probably a better method of measurement for this country 
is found in a comparison of average prices in the ten years 
preceding 1848 with similar average prices in the ten years 
following 1848. Such a comparison was made and indicates 
that the price level was about 8.3 per cent, higher in the latter 
decade. Similarly the differences between the medians of the 
indices for ten years before and after 1848, made relative to 
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that year, was found to be from 5.2 to 10.7 higher for the 
latter ten years. In general it appears from these results that 
the effect of the new gold discoveries was somewhat more 
moderate in the United States than in England. This differ- 
ence may be due to the fact that our measurement embraces 
three periods of business collapse and only two boom periods, 
while in the range of Jevons' later investigation the lean and 
fat years were more evenly represented. 

From this brief discussion of the effect of the gold discov- 
eries upon prices, we may return to note some of the other 
influences affecting the price movement. The Crimean war 
occasioned a large demand for breadstuff s and provisions from 
the United States. This is apparent in the higher prices of 
these commodities in 1855 over 1854. The importation of 
woolen and cotton goods and of iron was encouraged in follow- 
ing years by the reduced tariff which took effect in 1857. 
This necessitated the exportation of a large balance in coin 
and bullion, which may in part explain the relatively greater 
rise in prices in England as seen by Jevons' index numbers for 
these years.* 

The years 1848 to 1857 were gala years of prosperity with 
only slight relapses in 1855 and 1856, an effect of the autumn 
of 1854, when there was a stringent money market and hard 
times, due to a panic in Wall Street. A noticeable depression 
is indicated by the price curve for 1855 to 1856. The succeed- 
ing year shows a brisk revival, and the curve mounts 4.4 per 
cent, more than it fell the previous year. 

But after 1857 another serious crisis forces the index to 
drop from 120.3 to 99.5, which is the greatest drop for any one 
year during the period. This panic was caused by venture- 
some railroad building from 1846 to 1857. The speculation 
in stock and real estate was nearly as reckless as it had been 
in the years of 1834 to 1836, f and the Western banks were 
again indulging in an almost unchecked issue of paper money. 
As a result there was much extravagant living and an in- 
creased consumption of European luxuries. Horace Greeley 
wrote in 1857: " Set thy house in order; we are on the eve 

* Jevons, Investigations in Currency and Finance, p. 46. 
t Blaine, Twenty Years in Congress, Vol. I., p. 207, B. 
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of great financial trouble, for we have run too deeply in debt 
abroad. We are heavily in debt in Europe. Our merchants 
and bankers owe those of Great Britain and the continent. 
The country owes the cities, the farmers owe the merchants, 
two thirds of us are in debt." 

Many explained the crisis as a direct result of the tariff of 
1846, which induced the heavy buying of goods abroad and 
drained the country of specie to settle an unfavorable balance 
of trade. But it is safe to say that the paltry tariff reduction 
of five per cent, in the years 1846 to 1857 did not have such a 
great influence as politicians tried to establish. Overspecu- 
lation, caused by expansion of bank loans, inflated credit, and 
the stimulating influence of new gold are nearly if not quite 
sufficient to explain the depression. 

By July, 1857, the general complaint of hard times was 
heard. When in August the Ohio Loan and Trust Company 
of Cincinnati failed, panic immediately resulted. Bankers 
and brokers were unable to meet their obligations. Deposits 
and consequently loans contracted in volume. The interest 
on loans rose by 3, 4, and 5 per cent, in one month. In Sep- 
tember the banks of New York, Philadelphia, and New Eng- 
land suspended specie payments, as did later financial institu- 
tions all over the country. Merchants and manufacturers 
failed everywhere. The decline in prices was alarming, as is 
seen from the price curve. Flour and pork fell from an average 
price of $5.96 and $19.95 per barrel, respectively, in 1857 to 
$4.29 and $17.19 in 1858. The prices of almost all com- 
modities depreciated from 25 to 75 per cent. Wages fell off. 
In New York City alone there was an army of thirty to forty 
thousand of unemployed. Rich and poor suffered alike. 

But the panic was of short duration. In the next spring 
recovery is apparent. Gold came from England and Cali- 
fornia. Specie payments were resumed. Prices rose.* The 
machinery of commerce was once more able to speed up. 
During the summer of 1858 money was easy again. But in 
1859 and 1860 a decline in the general price level is noted. 

* Blaine, Twenty Years in Congress,' Schouler, History of the United States, Vol. IV, 
p. 386, ff. 
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This decline continued at a slightly increased rate during the 
next year. It was probably due to the set-back to our national 
commerce caused by the growing gulf between North and 
South. 

If we confine attention to the relative prices of the separate 
commodities, the economic law, laid down by Cairnes* and 
confirmed by Jevons, is revealed: that vegetable products are 
much more variable in price than animal products, since the 
former depend entirely upon the seasons. Hops are the most 
variable, as may be seen from Table II. They range in 
price from an index of 51 in 1828 to 303 in 1840. As might 
be expected, the grains, — wheat, rye, and oats, — are next in 
order of variableness. 

The addition of the cost of manufacture to the price of the 
raw material ought, it would seem, to steady the price of the 
completed commodity. This seems to be confirmed by the 
statistics. Thus in 1843, when crops were unusually bad, 
wheat dropped from an index of 76 to one of 66. Wheat 
flour dropped only from 96 to 92. Other commodities of the 
list show the same to be true, even though the manufactur- 
ing process that entered into them was but slight. If there 
were enough manufactured articles in our list to justify such 
a study, it would be interesting and valuable to note what re- 
spective effects slack and prosperous times have had on the 
variableness between raw and manufactured products. 

In Graph III the simple index numbers of four commodities, 
wheat, wool, cotton, and iron, have been plotted. The curves 
of these are seen to be much more irregular than the curve of 
the general index, showing clearly how the conditions govern- 
ing any one commodity or even a restricted group of com- 
modities, cannot be made a criterion, except in a very general 
way, of the general tendency of a market. This is so even 
though yearly averages be taken. There is only a general 
correspondence, in these separate commodity curves, to what 
one expects to find after having studied the general index 
curve. 

Wheat begins the period with a tendency contrary to what 

* Essays in Political Economy, Theoretical and Applied, 1873. 
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would be expected, although the other three commodities 
have the same downward tendency which we noted in the 
general index curve. The rise of wheat in times of falling 
price can not be explained except by poor harvests of this 
staple, especially in foreign countries.* In times of wide 
commercial distress, as after 1825, the tendency will also be 
for the necessaries to remain constant in price, while the lux- 
uries and articles that may be dispensed with when money is 
tight fall in price. This tendency of wheat to remain constant 
in times of price depression, its scarcity at home and exporta- 
tion abroad would seem to explain the rise of wheat in these 
early years of the period. Throughout the whole period the 
variations in price of wheat are less than the fluctuations of 
the other three articles. If the curve of wheat were smoothed 
it would show a general rise after 1850 . This is also true of 
the other commodities that have been graphed. 

Iron fluctuates most in price. It illustrates very plainly 
Carnegie's saying that the iron and steel business is either a 
prince or a pauper. With almost vertical ascents in the boom 
years, 1835 to 1836 and 1852 to 1853, it falls almost as steeply 
from 1839 to 1842 and 1854 to 1859. It is remarkable that in 
the latter years the fall in iron predated that of the general 
index by about three years. This was doubtless caused by the 
large importations which then competed with home-produced 
metal, for the tariff of 1846 encouraged the importation of 
iron. The other fluctuations of iron, except the unusual fall 
from 1847 to 1851, are quite in conformity with the general 
index curve, though more pronounced. 

Cotton has a peculiar course. It makes a deep descent 
from 1825 to 1827, then bobs up and down in about equal 
measure until 1831. There it begins a great rise, which holds 
out till 1836. Then it falls, following the general course of 
prices roughly, with slight recoveries in 1838 to 1839 and 
1840 to 1841. The low point of this trough is reached in 1845. 
After that, beginning a year later than the rise of the general 
index, it mounts for two years, then falls to the lowest depth 
of trough in 1848. In this respect cotton alone corresponds 
with the general index number. Wheat has its minimum 

* Journal, London Statistical Society, Vol. XLII, p. 260. 
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price in 1844, wool in 1843, and iron in 1851. After 1848 
cotton has a general bobbing ascent throughout the rest of 
the period. In 1862 it mounts skyward faster than any other 
commodity except wrought nails. This jump in price of cotton 
is readily explained by the great fall in its production in 
consequence of the war in the South. 

Wool has a very irregular course. It follows the general 
downward trend of prices until 1829. The high prohibitive 
tariff of these early years discouraged the woolen industry. 
But in 1832, when this condition was removed, the price of 
wool mounted by bounds. It conforms generally to the course 
of average prices, except that it is never affected by such great 
rises in the boom periods. The railroad boom before the panic 
of 1857 did not so markedly raise its price as it did the price 
of iron and wheat. Cotton showed the same tendency as wool 
at this time, although cotton was as much affected by the 
speculation preceding 1837 as was iron, while wheat and wool 
were about equally affected in a less degree. Wool has many 
more lesser fluctuations than any of the other commodities. 
This is doubtless because it was not traded in as extensively 
in the market, but bought and sold mostly in jobbing lots. 



